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FOREWORD 


The purpose of this information booklet is to provide you with easy access 
to information regarding the Public Service Pension Plan, a pension plan 
established by the Government of the Province of Alberta to help you provide 
against the contingencies of retirement, disability and death. 


By using a question and answer method we have tried to explain who is 
eligible to participate, what contributions are required and what provisions there 
are for retirement, disability and survivor benefits. 


It should be noted that it is not a legal document and where there is any 
variance or conflict between the booklet and The Public Service Pension Act, the 
exact wording of the law will apply. 


Should you require more detailed information, consult your Personnel 
Officer or The Public Service Pension Board, Terrace Building, Edmonton, 
Alberta. 


Published by 


The Public Service Pension Board 
Terrace Building 
Edmonton, Alberta 


Printed by L. S. WALL, Queen’s Printer 
EDMONTON, Alberta 


INTRODUCTION 


The Public Service Pension Act came into effect on April 1, 1947, to 
supersede The Superannuation Act and establish a contributory pension plan for 
employees of the Provincial Government, Legislative Assembly, Universities — as 
defined under The Universities Act — and other Government boards or public 
service bodies approved by the Lieutenant Governor in Council. 


The plan is in two parts. Under Part 1, public service pensions are based on 
the salary and length of service of an employee. Under Part 2, short service 
retirement benefits are based on accumulated contributions (plus interest) made 
by the employer and employee who is not eligible to participate under Part 1 of 
the plan. Greater benefits are realized under Part 1. 


The Public Service Pension Plan is administered by the Public Service 
Pension Board established under The Public Service Pension Act, consisting of not 
more than five members appointed by the Lieutenant Governor in Council. 


PART 1 


PARTICIPATION 


WHO IS ELIGIBLE TO PARTICIPATE? 


An employee to be eligible to participate under Part 1 of the pension plan 
must be less than 55 years of age at the commencement of service and be 
employed on a full-time continuous basis for a minimum average of 30 hours 
per week. 


Employees between the ages of 55 and 60 at the commencement of service 
may be brought under Part 2, “SHORT SERVICE RETIREMENT 
BENEFITS,’ on a voluntary basis. Benefits in such cases are based on the 
total amount of contributions made while so employed. Details on Part 2 of 
the plan are outlined on page 9. 


Part-time employees — less than 30 hours per week — or persons working 
under a contract or paid on an honorarium or fee basis are not eligible to 
Participate in the pension plan. 


IS 1T COMPULSORY? 


Yes. It is a condition of employment that all eligible employees — as defined 
under Section 2 of The Public Service Pension Act — participate in the plan. 


WHEN MUST I JOIN THE PLAN? 


Because participation is a condition of employment, every eligible employee 
is brought under the plan immediately upon commencement of employment. 
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CONTRIBUTIONS 


HOW MUCH DOES IT COST? 


Every eligible employee must contribute to the plan at the rate of 3.5 per 
cent of his or her basic salary up to the year’s maximum pensionable 
earnings under the Canada Pension Plan, and at a rate of 5 per cent of that 
portion of salary over the maximum. 


No contributions may be made by an employee who has attained the age of 
65 years or after an employee has made contributions on a total of 35 years 
pensionable service. 


HOW DO I PAY CONTRIBUTIONS? 


Contributions are made by payroll deduction. A “‘Statement of Account” is 
prepared by the Public Service Pension Board annually and distributed to 
each employee, showing the total contributions and interest credited to the 
employee's account. 


DO CONTRIBUTIONS EARN INTEREST? 


Yes. Interest is credited to your pension fund account at the rate of 4 per 
cent per annum compounded every six months on the previous June or 
December balance. Only a nominal rate of interest is paid because the 
purpose of the plan is to benefit peers service employees who take a pension. 
It is not a savings plan. 


DO CONTRIBUTIONS AFFECT MY TAXABLE INCOME? 


Yes. Contributions to the pension plan may be used to reduce taxable 
income up to a maximum of $1,500 in each calendar year. Subject to 
parliamentary approval, this limit may be increased to $2,500 in 1972. 


MAY | MAKE ADDITIONAL CONTRIBUTIONS? 


No. Contributions may be made only on recognized service at the prescribed 
rates up to a maximum of 35 years. Any additional contributions would not 
increase your benefits. (See page 6.) 


WHAT HAPPENS TO MY CONTRIBUTIONS? 


Contributions are deposited in the General Revenue Fund of the Province of 
Alberta and a separate account of contributions for each employee is kept. 
The payment of all benefits under the plan is guaranteed by the Government 
of the Province of Alberta. 


WHAT HAPPENS IF I RESIGN? 


If you resign or are discharged before being entitled to receive a pension, a 
refund of your contributions is made. Accumulated interest is paid on all 
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refunds where an employee has contributed on service of not less than one 
year. An income tax deduction of 10 or 15 per cent is made on refunds of 
contributions. 


Instead of a refund, an employee with 10 or more years pensionable service 
may elect to receive a deferred pension payable at any time between the ages 
of 60 and 65. 


An employee who leaves the employment of the Government also has the 
option to transfer his or her contributions, plus interest, to another 
registered pension or retirement savings plan. Should an employee leave to 
accept employment with a body with whom there is a reciprocal transfer 
agreement in effect (i.e. — Local Authorities (Alberta), Federal Government, 
Board of Administrators of the Alberta Teachers’ Retirement Fund, Alberta 
Government Telephones, Ryerson Polytechnical Institute (Ontario) or the 
City of Calgary), then both the employee and the employer's contributions 
may be transferred. 


No income tax deduction is made where a transfer of contributions is made 
to another pension or retirement savings plan. 


Should you wish to transfer your pension contributions on termination of 
employment, you must make the necessary application to the Pension Board 
through your Personnel Officer. 


WHAT HAPPENS IF MY POSITION IS ABOLISHED? 


If you have not less than 10 years pensionable service and are discharged 
because your position has been abolished, you have the option of receiving 


(a) payment of an amount equal to double your accumulated pension 
contributions plus the interest thereon, or 

(b) you may leave your contributions on deposit for a Deferred 
Pension payable between the ages of 60 and 65. 


If you have less than 10 years pensionable service, then you are entitled only 
to a refund of your pension contributions plus interest. 


PENSIONABLE SERVICE 


WHAT IS PENSIONABLE SERVICE? 


Pensionable service is that portion of an employee's service that is taken into 
account when calculating pension benefits. The maximum pensionable 
service is 35 years. 


WHAT CONSTITUTES SERVICE? 


Service means employment before the age of 65 by the Provincial 
Government or a body with whom there is a reciprocal transfer agreement; 
any public body approved by the Pension Board; service in the Canadian or 
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Allied armed forces during World War || or the Korean War; peace-time 
military service in the Canadian Forces; or any leave of absence with or 
without pay, subject to the conditions prescribed by the Pension Board. 


CAN PREVIOUS SERVICE BE RECOGNIZED AS PENSIONABLE? 


Yes. If you have had a period of service prior to your present employment, 
you may claim this period providing arrangements are made to pay the 
contributions and interest due. 


Detailed information on the recognition of prior service, and the amount of 
contributions required to pick up such service, may be obtained through 
your Personnel Officer. 


IS TAXABLE INCOME REDUCED BY CONTRIBUTIONS ON PRIOR 
SERVICE? 


Yes. Contributions on prior service may be used to reduce taxable income up 
to a maximum of $1,500 in each calendar year, in addition to your 
exemption on current contributions. Payment on prior service in excess of 
$1,500 in a calendar year may be carried over to the following years for 
income tax purposes. 


(Note: Subject to parliamentary approval of the 1971 Federal Budget, the 
maximum limit of contributions on prior service that may be used to reduce 
taxable income may be increased to $2,500). 


HOW DO | PAY CONTRIBUTIONS ON PRIOR SERVICE? 


Contributions may be paid either by pay assignment or by making direct 
payment to the Public Service Pension Board. In the latter instance, the 
Pension Board will issue an official receipt for income tax purposes. 


RETIREMENT & PENSIONS 


WHEN MAY I RETIRE? 


Normal retirement age is 65 but there are provisions for early retirement. 

They are as follows: 

(a) An employee who has pensionable service of not less than 25 years may 
retire on a full formula pension at age 60. 

(b) An employee who has pensionable service of not less than 35 years may 
retire on a full formula pension after reaching the age of 55. 

(c) An employee whose pensionable service is not less than 10 years may 
retire any time after attaining the age of 55 on a reduced pension, 
subject to the approval of the Pension Board. 


(Note: Early retirement application forms are available from your Personnel 
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Officer which upon completion should be forwarded directly to the Pension 
Board.) 


HOW ARE PENSIONS CALCULATED? 


The amount of money you contribute to the pension plan does not govern 
the amount of pension you will receive at retirement. Your pension is 
determined by the length of your pensionable service and your average 
annual salary during the five consecutive years when your salary was at its 
highest, even though this period may have been reached after you have 
accumulated 35 years pensionable service. For example, a full formula 
normal pension is the combined sum of the following: 


2% of the average salary multiplied by the number of years of 
pensionable service prior to January 1, 1966, (the effective date of 
the Canada Pension Plan); 


plus 


1.4% of the average annual salary to the year’s maximum 
pensionable earnings under the Canada Pension Plan, multiplied by 
the number of years of pensionable service after January 1, 1966; 


plus 
2% of the average annual salary over the year’s maximum 


pensionable earnings, multiplied by the number of years of 
pensionable service after January 1, 1966. 


(See page 11 for sample calculations.) 


(Note: “Year’s maximum pensionable earnings” is the limit of 
earnings in each year on which you pay contributions to the 
Canada Pension Plan. This limit is set by the Federal Government 
and is usually revised annually.) 


IS THERE MORE THAN ONE TYPE OF PENSION? 


Yes. The basic pension is known as a NORMAL PENSION and is payable for 
the life of the pensioner with a guaranteed payment for a term of five years. 


There are, however, ALTERNATIVE PENSIONS which may be chosen at 
the option of the retiree. Each is of an actuarial value equivalent to the 
normal pension and in most cases provides better protection for the 
pensioner’s beneficiary. 


SINGLE LIFE 


An employee may choose a single life pension which is a pension payable for 
the life of the pensioner and ceases at death. This pension is slightly higher 
than the normal pension and is often chosen by those retirees who have no 
dependents. 


6 


GUARANTEED TERM 


A guaranteed term is a pension payable for life or a term of years certain, 
whichever is longer. The pension is payable for the life of the pensioner, but 
on death it will be paid to his or her beneficiary or estate for the remainder 
of the guaranteed period. Guaranteed pensions are lower than the normal 
pension and are reduced in accordance with the pensioner’s age at retirement 
and the length of the guaranteed term. 


JOINT LIFE 


An employee may elect to have a pension payable for the joint lives of him 
and his spouse. This may be a fixed amount that will be payable as long as 
either shall live. A Joint Life, reducible at first death by one-third or 
one-half, may be chosen if the pensioner wishes to have more money while 
both are alive. In the case of the death of either party, the pension will be 
reduced by one-third or one-half. The ratio of the joint life to the normal 
pension depends on the age of the nominee and is less than a normal 
pension. 


(Note: Tables showing the actuarial reductions used by the Public Service 


Pension Board in computing the various pension options are listed on page 
15.) 


CAN THE PENSION BE INTEG RATED WITH THE CANADA PENSION? 


Yes. If you retire before the age of 65 you may elect to have the actuarial 
value of the Old Age Security and Canada Pension, at the time of your 
retirement, integrated with the Public Service Pension to give you a uniform 
pension income throughout retirement. 


When you become eligible to receive the federal pensions, your Public 
Service Pension will be reduced by the amount on which the actuarial value 
of the Old Age Security and Canada Pension was based. 


(See table on page 16.) 


ARE PENSIONS ADJUSTED TO COST OF LIVING INDEX? 


Yes. The Pension Board is authorized to make adjustments in pensions for 
the purpose of maintaining an approximate parity with the cost of living 
index. Each year a review is made to determine if, and for how much, an 
adjustment will be made. 


DISABILITY BENEFITS 


WHAT HAPPENS IF | BECOME DISABLED? 
lf your pensionable service is not less than 10 years and you become 
if 


incapable of performing your regular duties due to a physical or mental 
disability, you may retire at any age, subject to the approval of the Pension 
Board. This regulation is also applicable to ex-employees who have left their 
contributions on deposit for a deferred pension. 


In most cases a disability pension is reduced according to the employee's age, 
unless the employee is totally disabled for any gainful employment. When 
such is the case, a full formula pension is granted. All pension options are 
available. (See table on page 14.) 


NOTE: Application for a disability pension should be made on the form 
available from your Personnel Officer and forwarded directly to the Public 
Service Pension Board. 


DEATH BENEFITS 


WHAT HAPPENS IF | DIE BEFORE RETIREMENT? 


In the event of your death after you have established 10 or more years of 
pensionable service, your widow, or dependent widower, is entitled to 
receive a pension for life. This pension is usually from 75 to 80 per cent 
(depending on age) of the normal pension you would have received were 
your age then 65. The pension is not affected by remarriage. 


If you have less than 10 years pensionable service, your widow, or dependent 
widower, is entitled to double your pension contributions plus interest. 


Where an employee’s husband or wife has been named as first beneficiary 
and a dependent child, under 21 years of age, as second beneficiary; in the 
event of the death of both the employee and the first-named beneficiary, the 
surviving second beneficiary will receive double the deceased employee's 
contributions plus interest. 


In the event of the death of an employee who is widowed, divorced or 
legally separated, or a female employee who has no legal spouse, and a 
dependent child under 21 years of age has been named first beneficiary, the 
dependent child shall be entitled to receive double the deceased employee’s 
contributions plus interest. 


All other beneficiaries, including common law arrangements or an estate, 
receive a refund of the deceased employee’s contributions plus interest. 


BENEFICIARIES 


WHO MAY BE NAMED AS A BENEFICIARY? 


You have the right to name any person or persons as your beneficiary. If you 
are married and have named your spouse as your first beneficiary, and you 
have a dependent child under 21 years of age, it is advisable to name the 
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child as the second beneficiary. Then, in the event of the death of both you 
and your spouse, your child will be entitled to receive increased survivor 
benefits. 

All eligible employees should complete a “Designation of Beneficiary” form 
at the commencement of their employment. 


MAY | CHANGE MY BENEFICIARY? 


Yes. You may change your beneficiary at any time by filing a new 
“Designation of Beneficiary” form with the Pension Board. 


Marriage subsequent to completing the designation form renders it invalid 
and a new form must be completed. 


PROOF OF AGE 


MUST | SUBMIT PROOF OF AGE? 


Yes. Proof of age must be forwarded to the Pension Board before any 
retirement or survivor benefits can be paid. 


WHAT IS PROOF OF AGE? 


Your birth certificate is your proof of age. If you do not possess a birth 
certificate, it can be obtained from the Registrar of Births or Vital Statistics 
authority of the province, state or country of your birth. Information as to 
the addresses of these offices, and the fees charged, may be obtained from 
the Department of Health and Social Development, Division of Vital 
Statistics, Edmonton, Alberta. 


In the event that a birth certificate is not obtainable, you must produce such 
other proof of age as required by the Pension Board. 


PART 2 


SHORT SERVICE RETIREMENT BENEFITS 


INTERPRETATION 


EMPLOYEE is defined under Part 2 of the pension plan as a person who is 
employed on a seasonal or a full-time continuous basis and who is not 
eligible for benefits under Part 1. 


An employee who has sufficient service to establish 10 years pensionable 


service before retirement is considered to be eligible to participate under Part 
1 of the plan. 


Part-time employees who work less than an average of thirty hours per week 
are not eligible to participate under Part 2. 
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SALARY is defined as the actual salary or wages paid to an employee and 
not the rate of salary as applicable under Part 1. Contributions are made on 
the actual salary the employee receives in a pay period, including holiday 
pay. It does not, however, include monies paid for travelling expenses, 
subsistence allowances, honorariums, fees, overtime pay or any other monies 
paid in addition to ordinary salary or wages. 


PARTICIPATION 


Participation under Part 2 is voluntary and it requires the consent of both 
the employee and employer. An employee is not eligible to participate under 
this part if he or she was over 60 years of age at commencement of service. 


CONTRIBUTIONS 


Employee contributions may be made at any rate from three to ten per cent 
of salary and the employer is required to match these contributions up to a 
maximum of five per cent. 


Should an employee terminate employment before being entitled to 
benefits, both the employee and employer contributions, plus accumulated 
interest, are refunded to the employee and employer respectively. 


Contributions may be used to reduce taxable income up to a maximum of 
$1,500 in a calendar year. This may be increased to $2,500 in 1972. 


RETIREMENT AND BENEFITS 


Under Part 2, an employee who has contributed on a period of service of not 
less than five years may retire at any time after reaching the age of 60 and 
receive an annuity in the amount that can be purchased by the combined 
sum of the employee and employer contributions and interest, or a lump 
sum payment of such contributions and the interest thereon. 
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PENSION CALCULATIONS 


The formula for calculating a normal pension, as outlined on page 6, shows 
that the year’s maximum pensionable earnings under the Canada Pension Plan 
affects all pensions granted subsequent to January 1, 1966. The maximum 
amount of earnings is $5,000 for 1966 and 1967, $5,100 for 1968, $5,200 for 
1969, $5,300 for 1970, $5,400 for 1971, and is subject to further increase in 
succeeding years. 


In view of this escalation it is not possible to calculate accurately an 
employee’s pension until the actual date of retirement is known. Therefore, to 
simplify the calculation in the following examples, we are using a median figure of 
$5,400 to represent the year’s maximum pensionable earnings (Y .M.P.E.) in each 
instance. 


| EXAMPLE ‘A’ (at age 65) | 


In this example the average annual salary is /ess than the Y.M.P.E. and 
is based on 35 years pensionable service. 


Pensionable service — 25 years prior to January 1, 1966 
— 10 years after January 1, 1966 


Average annual salary — $5,000 


$5,000 X 2% X 25 yrs. $2,500.00 
$5,000 X 1.4% X 10 yrs. 700.00 


TOTAL ANNUAL PENSION $3,200.00 per annum 


EXAMPLE ‘B’ (at age 65) 


In example ‘B’ the average annual salary is more than the Y.M.P.E. and 
is based on 35 years pensionable service. 


Pensionable Service — 25 years prior to January 1, 1966 
— 10 years after January 1, 1966 


Average annual salary — $10,000 


$10,000 X 2% X 25 yrs. $5,000.00 
$5,400 X 1.4% X 10 yrs. (YMPE) 756.00 
$4,600 X 2% X 10 yrs. (over YMPE) 920.00 


TOTAL ANNUAL PENSION $6,676.00 per annum 
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EXAMPLE ‘C’ (at age 60) 


Here the average annual salary is more than the Y.M.P.E. and is based 
on the early retirement of an employee who has 25 years pensionable 
service. 


Pensionable service — 15 years prior to January 1, 1966 
— 10 years after January 1, 1966 


Average annual salary — $10,000 


$10,000 X 2% X 15 yrs. $3,000.00 
$5,400 X 1.4% X 10 yrs. 756.00 
$4,600 X 2% X 10 yrs. 920.00 


TOTAL ANNUAL PENSION $4,676.00 per annum 


| EXAMPLE ‘D’ (Guaranteed Term) 


A male retiree, age 65, who chooses to receive a Guaranteed Term 
Pension payable for life or a guaranteed term of 10 years would receive 
a pension based on the following calculation: 


Pensionable service — 25 years prior to January 1, 1966 
— 10 years after January 1, 1966 


Average annual salary — $10,000 


$10,000 X 2% X 25 yrs. $5,000.00 
$5,400 X 1.4% X 10 yrs. 756.00 
$4,600 X 2% X 10 yrs. 920.00 

6,676,00 
* Less 5.3% 353.83 


TOTAL ANNUAL PENSION $6,322.17 per annum 


*See table on page 15. 


EXAMPLE ‘E’ (Joint Life) 


This example illustrates the calculation of Joint Life pension for a 
65-year-old male retiree whose spouse is age 64. 


Pensionable service — 25 years prior to January 1, 1966 
— 10 years after January 1, 1966 
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JOINT LIFE 


Retiree’s age — 65 


Spouse’s age — 64 Average annual salary — $10,000 
$10,000 X 2% X 25 yrs. $5,000.00 
$5,000 X 1.4% X 10 yrs. 756.00 
$4,600 X 2% X 10 yrs. 920.00 
6,676.00 
*Less 20% 1,335.20 
TOTAL PENSION $5 340.80 per annum 


If the retiree elected a Joint Life pension reducible by one-third at first 
death, the pension would be: 


Total pension as above $6,676.00 
*Less 10.5% 700.98 
NET PENSION $5,975.02 per annum 


Upon first death of either the retiree or spouse, the pension would be 
reduced by 1/3 and be payable to the survivor until his or her death. 


Net pension as above $ $5,975.02 
*Less 1/3 1,991.67 
PAYABLE TO SURVIVOR $3,983.35 per annum 


If the retiree elected a Joint Life pension reducible by one-half at first 
death, the pension would be: 


Total pension as above $6,676.00 
*Less 4.7% 313.77 
NET PENSION $6,362.23 per annum 


Upon first death, the pension would be reduced in this instance by 1/2, 
payable to the survivor. 


Net pension as above $6,362.23 
*Less 1/2 3,181.11 
PAYABLE TO SURVIVOR $3,181.12 per annum 


*See table on page 15. 
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PENSION REDUCTION TABLES 
TABLE ‘A’ — DISABILITY PENSIONS 


In most cases where an employee is entitled to a disability pension, the 
pension is reduced according to the employee's age and years of pensionable 
service. The full actuarial reduction in pensions for retirement before the age of 
65 is usually about 5-6% per year. However, the reductions made by the Pension 
Board are approximately one-third of a full actuarial reduction. 


The following table shows the percentage of reduction used by the Pension 
Board in calculating disability pensions. 


PENSIONABLE SERVICE 


Under 25 yrs. 25 yrs. & over  S8 yen  S8 yen 
Age at 


No actuarial reduction is made where an employee is forced to retire due to 
total disability. 


TABLE ‘B’ — JOINT LIFE PENSIONS 


The ratio of the Joint Life pension to the normal pension depends upon the 
age of the nominee and is less than the normal pension by the following 
percentages: 
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AGE OF MALE — 65 
Age of Female Joint Life Reduced by 1/3 Reduced by 1/2 


18.0% 8.1% 2.1% 
19.0% 9.2% 3.4% 
20.0% 10.5% 4.7% 
21.1% 11.6% 5.9% 
22.3% 12.8% 7.0% 
23.6% 13.9% 8.1% 
24.8% 15.1% 9.2% 
—_—_—___| 
AGE OF MALE — 60 
Age of Female Joint Life Reduced by 1/3 Reduced by 1/2 
| eee = 
61 16.7% 8.0% 2.9% 
60 17.5% 8.9% 3.9% 
59 18.3% 9.8% 4.8% 
58 19.1% 10.7% 5.8% 
57 20.2% 11.7% 6.7% 
56 21.1% 12.5% 7.5% 


55 22.1% 13.5% 8.3% 


AGE OF MALE — 55 


Age of Female Joint Life Reduced by 1/3 Reduced by 1/2 
56 14.3% 7.0% 2.8% 


55 14.9% 7.7% 3.6% 
54 174% 9.6% 5.1% 
53 18.1% 10.4% 5.9% 
52 18.9% 11.2% 6.7% 
51 19.6% 11.9% 7.5% 
50 20.6% 12.8% 8.2% 


TABLE ‘C’ — GUARANTEED TERM PENSIONS 


Guaranteed Term pensions are lower than the normal pension by the 
following percentages at the ages indicated below: 


RETIREMENT RETIREMENT RETIREMENT 
AT 65 AT 60 AT 55 
| Mate | Femats || aie [Ferme | tate | Fema | 


9% 
2.3% 
3.2% 


GUARANTEED 
PERIOD 


10 years 
15 years 
20 years 
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TABLE ‘D’ — INTEGRATION OF PENSIONS 


The value of the Old Age Security and Canada Pension, at the time of 
retirement, may be combined with the Public Service Pension with the exception 
of Joint Life options. The following table shows the percentage of Old Age 
Security and Canada Pension that may be integrated: 


FEMALE 


PENSION TABLE 


Below is a table of approximate normal full formula pensions payable at age 65 
(or at age 60 with 25 years service; age 55 with 35 years service), based on the five 
years highest average monthly salary and years of pensionable service. 


It is emphasized that these figures are only an approximation and would 
necessarily be adjusted for all pensionable service subsequent to January 1, 1966, 
the date the Canada Pension Plan came into effect. 


TABLE OF PENSIONS (per month) 


HIGHEST YEARS OF PENSIONABLE SERVICE 
AVERAGE 
SALARY 


NOTE: See page 6 for actual formula used to calculate pensions. 
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